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Abstract

Microfinance  has become a powerful tool for poverty reduction, women’s empowerment, and inclusive growth for over two decades. Microfinance providers are constantly on the lookout for innovative approaches and distribution channels they could use in order to better serve their clientele. One of the greatest developments that have been made in this respect is the formation of Self Help Groups (SHGs). SHGs are small, informal, homogenous groups who come together for addressing their common problems. The fundamental concept of SHGs is the creation and utilization of a group savings and resource fund to make low cost loans to its members. The groups which predominantly consist of women promote women’s participation in politics through financial and psychological support, thereby also advancing the objective of women’s empowerment. The aim of this paper is to assess the impact of SHGs on women’s empowerment. The study finds that impact of micro finance on women is substantial in building confidence, courage, skill development and empowerment but there is no positive impact in sustainable rural development especially reduction of poverty, creation of employment opportunities and creation of assets in rural areas.
Background and Scope of the Study

Microfinance (MF), as the name suggests, is the provision of financial services to low income earners and their micro enterprises. There is no universally agreed definition for MF. It can vary from one country to another, within the same country, and from one institution to another. The Asian Development Bank (ADB) defines MF as ‘the provision of a broad range of financial services such as deposits, loans, payment services, money transfers, and insurance to poor and low income households, and their micro enterprises’. MF was defined in the International Year of Microcredit, 2005, as loans, savings, insurances, transfer services and other financial products for low-income clients. Consultative Group to Assist the Poor (CGAP) defined MF as the supply of loans, savings and other basic financial services to the poor. Broadly these definitions explain MF as the financial products and services provided to the poor and unbankable. It covers not only credit but also savings and other financial services such as insurance. The overreaching objective of this range of services led particularly by microcredit is poverty alleviation. 
MF activities are carried out by various forms of institutions as well as individuals such as microfinance institutions (MFI), Non Governmental Organizations (NGOs), government institutions, self-help groups (SHG), and commercial banks. MFIs offer a variety of financial products including credit, savings, insurance, business development services and community development services to low-income people. In recent years, commercial banks also have offered various types of MF products and services. However, many MF interventions are carried out involving solidarity groups such as SHG, which is often referred as group based MF. Over 85 percent of MF SHGs in the world are Women-SHGs. The focus of this paper is women-SHG MF interventions and their impact on women’s empowerment. 

SHGs are small, informal, homogenous groups who come together for addressing their common problems. SHGs consist of low income individuals of a particular village who come together to address their common problems, including their need for access to financial services (NABARD, 2005 cited by Swain, 2007). The fundamental concept of SHGs is the creation and utilization of a group savings and resource fund to make low cost loans to its members. SHGs are usually formed and supported by NGOs, Government Agencies or Banks, but they can even be formed through the sole initiative of members of a community. 

A prominent feature of SHGs is that they enable members to obtain small loans on a regular basis. This has created a trend of constant borrowing whereby members apply for new loans immediately following the repayment of previous ones. As such it is possible to infer that the poor population served by SHGs is becoming reliant on a continuous flow of microcredit. While a lot of this credit is used for the development of small scale enterprises, a significant portion is also used for household consumption. The general findings of most evaluation studies on SHGs include increase in household income, improvement in asset position, increase in savings, increase in employment, increase in consumption expenditure and overall poverty reduction. The overall impact of such credit can therefore be thought to contribute towards the alleviation of poverty. 

Poverty Alleviation Tools

Poverty is a global phenomenon which in its simplest sense refers to the deprivation of basic human needs. Recognition of the severity of the consequences of poverty has led to poverty alleviation becoming a prime objective of governments and organizations the world over.  A manifestation of the importance of this objective in today’s world can be seen through the formation of the Millennium Development Goals (MDG). In September 2000 world leaders came together to form a global partnership to reduce poverty, by setting out a series of time bound anti-poverty goals to be achieved within the deadline of 2015.  The commitment made by governments and development institutions to achieve these MDGs has invigorated the task of poverty alleviation in recent times, spurring on a greater sense of urgency and enthusiasm and leading to the growth and diversification of poverty alleviation tools. 

The most conventional approach to poverty eradication is the promotion of economic growth (Roger & Robinson, 2002).  Yet since there is consensus that economic growth alone is not sufficient to combat poverty, Roemer and Gugerty (1997) explain that it needs to be complemented by the expansion of basic social services. There are several other tools which have been developed over the years to reduce poverty such as trade policy reform, infrastructure development, and social safety-net programs. The inherent problems of most of these tools have resulted in the continued existence of gaps in the global mission of poverty alleviation. However the introduction of MF proved to be a breakthrough in this field, as it rapidly became known as an invaluable tool in combating poverty. Although the origins of this concept differ from country to country, the formal roots of MF can be traced back to the 1970’s when Mohammed Yunus pioneered the provision of small loans to poor households through the Grameen Bank of Bangladesh. From that time on although there have been several developments in the MF industry, its effectiveness as a poverty alleviation tool is constantly brought into question. The dynamic nature of this tool and the hoards of ideas and controversies surrounding it warrant further discussion, which will be provided throughout this paper. 

Combating Poverty through Microfinance 

MF or ‘inclusive finance’ as it is now being called refers to the provision of financial services to the poor who are typically excluded from the banking system. Certain features which are unique to MF enhance its capacity as a poverty alleviation tool and differentiate it from traditional commercial banking services. Elahi and Danopoulos (2004) cited by Mordeno (2010) mention some of these features as small loan sizes, focus on women borrowers who have little access to credit, emphasis on the utilization of loans to start microenterprises, absence of tangible collateral and savings mobilization progarmmes. These basic characteristics of MF better equip it to cater to the needs of its target group and improve their standards of living.
As outlined by the World Development Report (2000/2001) cited in Osthoff (2005) the impact of MF on poverty can be categorized in two ways, namely through the income-generating effect and the vulnerability effect. The income-generating effect strengthens the economic activities of the poor by making investments in assets more affordable and thereby allowing them to engage in profitable business opportunities. The vulnerability effect on the other hand improves the ability of the poor to face shocks such as illness, price fluctuations and natural disasters, thereby improving their risk management capability. On the whole the provision of financial services to the poor is believed to increase incomes and reduce vulnerability. 

As is the case with all individuals, the poor too have diverse needs. Apart from the need for credit they require a variety of services in order to carry on their daily lives. As such it is essential to bear in mind that MF is not limited to microcredit, but rather encompasses a wide range of financial products and other services. These include micro insurance, savings and deposits, micro mortgage and many more. The supply of MF is also complex in nature. For example, the microfinance network in Sri Lanka consists of a diverse range of institutions in the Government, private and NGO sectors. According to Fernando (2010) these institutions can be categorized as Co-operative Rural Banks (CRB) and other co-operatives, Thrift and Credit Co-operative Societies (TCCS), Samurdhi Bank Societies (SBS), NGO Micro Finance Institutions (NGO-MFI), Licensed Specialized Banks (LSB) and other financial institutions (FI). 

This diverse network of MF providers are constantly on the lookout for new and innovative approaches and distribution channels they could use in order to better serve their clientele. One of the greatest developments that have been made in this respect is the formation of SHGs. These groups which could be created by governments and development organizations or spring up independently have generated much interest by those in the field in recent years. It is with the aim of translating this interest into valuable knowledge through greater research and discussion that this paper focuses on the impact of SHGs on women’s empowerment.  

Microfinance through Self Help Groups

Community participation is an age old concept whose origins can be found all around the world. Poverty alleviation is one of many reasons which have prompted the joining together of communities to enforce collective action. As Cornwall (2000) cited by Kottegoda (2003) notes, in the 1970s ‘popular participation’ was recognized as an essential concept with regard to poverty alleviation while the 1980s saw the emergence of concepts such as ‘participation for development’ and ‘people’s self development.’ Thus throughout history people have found themselves being drawn into collective action for many purposes and through many different forms of organization. Miller et al. (1995) for instance explain that in the United States there were several approaches to organization such as grassroots, organizing around consumption, organizing around identity, advocacy organizations and self help or mutual aid organizations. 

SHGs are therefore one form of community organization which can be developed for a variety of purposes, both financial and non financial. In India, as explained by Tankha (2002) the term generally refers to a form of Accumulating Savings and Credit Associations (ASCA). The same applies to Sri Lanka. Tankha (2002) further elaborates that SHGs are typically economically homogenous groups formed through a process of self selection based on the affinity of members. They predominantly consist of women and have a membership ranging between 10 -20. They have well defined rules, hold regular meetings and maintain records and savings and credit discipline. They are also self managed institutions characterized by participatory and collective decision making. Although these features are applicable to most SHGs typical models have greatly evolved over time, deviating from the generic structure and adopting new characteristics. 

SHGs can be linked to banks, as is the case of the SHG Bank Linkage Programme in India, or they can carry out operations on their own. Even when using their own resources most SHGs open bank accounts in order to earn interest on their built up resource fund. As they perform all the familiar intermediation tasks of savings mobilization and lending, SHGs are often referred to as ‘micro banks’ by many scholars.  The peer pressure and collective wisdom, which ensures the credit use and timely repayments, substitute the collateral for loans (Panda 2009).

As such the credit systems of SHGs are likely to involve less regulations and conditions and be more simple and flexible. However, one of the main concerns with regard to SHGs is their sustainability. 

Impact of Self Help Groups on Women’s Empowerment
The concept of “women’s empowerment” is complex and it is evident from the fact that in the literature different interpretations and methodologies have been used to measure it (Ranjula 2006). The concept of empowerment implies ‘power’ within which lead to people to have courage to act to do things that they have not thought of capable. Also it entails that power comes as a result of working with others ‘to claim what is rightfully theirs’ (Eyben et.al. 2008). Thus empowerment has been perceived as a shift from powerlessness to strategic social, economical and political participation. This entails assuming power at the individual and social levels (Kabeer 1994). Furthermore, empowerment is seen as “an expansion in the range of potential choices available to women” (Kabeer 1998)
SHGs are believed and in most cases have proven to have an impact across several spheres in society. According to Reddy and Manak (2005) they often gain influence in the political sector by interacting with civic leaders to further their interest in community development. The groups which predominantly consist of women promote women’s participation in politics through financial and psychological support, thereby also advancing the objective of women’s empowerment. Furthermore, SHGs can have positive effects on social harmony and justice as they bring people of different religions and ethnicities together to work towards a common goal. 

The most significant impact of SHGs however, is their impact on poverty alleviation which is also identified as economic empowerment. Apart from providing its members with much needed access to timely credit at considerably lower interest rates, Tankha (2002) explains that an SHG also promotes savings and yields moderate economic benefits, and reduces the dependence on moneylenders. Sarma (2004) highlights more positive features of SHGs such as the long term and continuing nature of credit, high repayment rates due to peer pressure and peer monitoring acting as tangible collateral, avoidance of high cost financial intermediation between bankers and clients by credit brokers and a sense of ownership of the programme due to community involvement. 

According to Mansuri (2010) MF through SHGs contributes significantly to the improvement of living standards of members in terms of increasing income levels, assets, savings, borrowing capacity and income generating activities. The collaboration of all these favourable effects forms the basis for the argument that SHGs are a medium of MF that significantly contributes towards economic empowerment. 
Madheswaran & Dharmadhikary (2001) cited by Mansuri (2010) advocate the provision of regular small loans by SHGs instead of solitary large ones since they are more effective in gradually reducing poverty. There is a possibility however that credit provision in this manner could foster financial dependence among the members of SHGs. This is because members get accustomed to constantly obtaining small loans until they reach the point of living on a loan to loan basis. On one hand this may not be harmful as long as it brings about the favourable effects mentioned earlier by Mansuri, but on the other hand it may be harmful if it provides only temporary financial relief and does not contribute towards sustainable development. 

Plan-SEEDS Economic Empowerment Groups (EEGs) Project 

The Plan-SEEDS MF project in Polpithigama DSD, particularly its EEG formation and related activities mainly targets poor women. Like other MFIs, this project also largely targets women because women are more likely to attend group meetings, and observe group norms and procedures. They are also more disciplined in making regular savings and loan re-payments. Further, women are more disadvantaged relative to men both within their own HHs and in the larger community. Women also have less voice in household decision-making and less influence in community affairs.  It is also accepted that since women tend to use a higher proportion of their earnings on children and HH welfare, any measures such as MF interventions that increase women’s income are more likely to have a positive effect on the well-being of the family than if they are addressed to men. 

In 2002, Plan Sri Lanka supported the Credit for Habitat Project of SEEDS to help families improve their shelter condition. Since most of the clients were at a higher income level than what PLAN and SEEDS intended to reach, and home improvement loans were not the primary need of the target clientele, both partners agreed to develop a new partnership in an effort to broaden the scope and depth of financial services in the country. 

The Polpithigama project is a pilot Project on Financial services, aiming to extend the outreach of MF to include very poor and provide them with financial products which are responsive to their needs. Plan believes that the project would deliver positive benefits to women and children. The project organized women into neighborhood Economic Empowerment Groups (EEGs) with an average of 20 members. The strategy was adopted from the well-known concept of self help groups (SHGs) in India. 

The declared vision of the project was ‘poverty to be reduced in economically-empowered communities through MF’. Its mission was ‘to empower poor families in managing their financial resources and abilities by organizing them into Economic Empowerment Groups’. Three goals have been set, namely, 1) to establish EEGs in rural and urban communities, 2) to provide financially sustainable MF services, and 3) to facilitate linkage between EEGs, financial Institutions and the Government. The project organized EEGs with an average of 20 members to achieve its objectives. Members were oriented on responsibilities and functions of the groups. Savings were introduced. Using the group savings accumulated, the groups start lending to their members. Then considering the strengths of the groups, SEEDS extends a loan to the group to supplement their capital. In addition to the financial services, the project extensively provided non-financial services to EEGs and to the clients, which included business development services, enterprise training, market linkages, and financial education. Thus the project has adopted a credit plus approach to micro finance.

The EEG concept is derived from SHGs. SHGs are either registered or unregistered groups of people who are economically homogenous. The members of SHGs are basically small farmers, landless agricultural labourers, self, micro and small enterprises, petty rural traders, who voluntarily coming together to save small (micro) amounts regularly, on a  mutual help basis (Panda 2009, Swain and Nayak 2008)  

The project aimed to extend the outreach of MF to include very poor (the poorest of the poor) and provide them with financial products that are responsive to their needs. Most importantly, the project aimed to develop a ‘sustainable approach’ to serve the poorest of the poor. Specifically, it targets to;

1. Organize 350 Economic Empowerment Groups (EEGs) with an average of 20 members each in Polpithigama DSD.

2. Facilitate the participation of women, the poor and very poor households (HHs) as indicated by the following targets:

a. 90 percent of the membership should be women

b. 90 percent of the membership should be from ‘poor’ HHs and the targets set for various poverty groups are as follows:

·  14%  from ‘poor- A’

· 23%  from ‘poor- B’

· 31%  from ‘poor- C’

· 32%  from ‘poor – D’

3. Achieve high level of productivity by the second year of the Project as indicated by:

a. 40 EEGs per Group Mobiliser

b. Loan portfolio of 1,250,000 LKR per Group Mobiliser by the end of Project Year 2 and 3,300,000 LKR per Group Mobiliser by the end of Project Year 3

4. Achieve cost efficiency improvement as indicated by:

a. Operating cost ratio of 75 percent by the end of Project Year 2 and 21% by      the end of Project Year 3

5. Attain improved viability by the end of the Project Year 3 as indicated by:

a. Operational sustainability of 104 percent

b. Financial sustainability above 90 percent

6. Improve institutional sustainability of the Project through:

a. Increased loan absorption capacity and continuing credit transactions between members and group

b. Increase the capacity of SEEDS Project staff to a high level to undertake market research, financial analysis, business planning, and monitoring.

Impact on Women’s Empowerment

The question is ‘has participation in Plan-SEEDS’s EEG program brought about changes in women’s knowledge, awareness and economic status?’ The paper aims to answer this question by examining a variety of areas where such change is likely to be found; mobility in the public domain, awareness of public services, practical skill development, awareness of health issues, economic status, gender relations and household decision-making.  

The purpose of the paper is to analyze the impact of MF on economic, psychological and managerial and social aspects of women. Likert scale was the measurement employed and scores from 5 to 1 were assigned for each statement where a high score of 5 was given to strongly agreed responses while the lowest score of 1 was given to strongly disagreed statements.

	Analysis of the impact of the MF program on the economical, psychological, and social well being (empowerment of women) is presented in the following sections. 

Table 1

Assistance  given by Plan-SEEDS for Women Empowerment (percentage) 

	Support areas
	EEG-Members
	Non-Members
	Total 

	Improving saving habits
	97.3*
	4*
	82.0*

	Loan and credit facilities
	93.8*
	6*
	79.4*

	Increase income
	78.1**
	6*
	66.3**

	New income generating activities (IGA) 
	71.5*
	8*
	60.2*

	Upgrade the existing IGA
	81.3*
	6*
	70.1*

	Expand the market
	44.5**
	2**
	32.1*

	Vocational training/skills
	58.4***
	4**
	48.7***

	Education/literacy level
	26.2***
	4**
	22.5**

	Learn managerial skill
	73.8**
	2**
	60.2**

	Awareness on health 
	65.2**
	2**
	55.3**

	Awareness on food and nutrition 
	69.4**
	2**
	58.7**

	Decision making 
	66.2**
	4**
	54.5**

	Reduce day-to-day workloads
	34.8
	12
	31.0

	* Significant at 1%, ** significant at 5%, *** significant at 10%

Source: Primary data


Economic Empowerment

Women are economically and socially empowered after joining EEGs and obtaining micro-loans as 96 percent of the EEG members included in the survey reported that women are economically and socially empowered and 82 percent reported that the poverty level was reduced by participating in the MF program (EEGs). About 60.2 percent of the respondents stated that the Plan-SEEDS project has supported them for starting new income generating activities (IGA) while 70.1 percent of the respondents mentioned that the Plan-SEEDS project supported to expand / upgrade the existing IGAs. While 82 percent of the total respondents reported that the project supported them for developing their savings habits, 79.4 percent of the respondents said that the Plan-SEEDS project helps them providing with credit facilities. However, if one takes EEG-members alone, those figures are incredibly high (see Table 1). For example over 97 percent of the EEG-members surveyed accepted that the project has supported them in savings. Table 1 presents more details on the assistance provided by the project for women. The Plan-SEEDS has supported the EEG-members in all of these areas after they joined EEGs. The support given by the project in these areas has a direct impact on the economic empowerment of women. Table 2 shows the areas of economic empowerment of women as a result of joining the SHGs. All of these figures are statistically significant. However, creation of assets for women by the MF activities of the project is negligible. 

	Table 2

Economic Empowerment of Women

	Variables
	Mean (LSI)
	Standard Deviation 

	Improved income of women
	4.6234***
	0.6351

	Undertake new income generating activities 
	4.2312**
	0.8424

	New employment opportunities for women
	4.2133**
	0.7551

	Reduce poverty
	3.9731***
	0.6553

	Increase savings 
	4.8735*
	0.6321

	Access to credit 
	4.8652**
	0.7535

	Overall (average)- Economic Empowerment
	4.4632
	

	* Significant at 1%, ** significant at 5%, *** significant at 10%

Note: LSI = Likert Scale Index

Source: Primary data


Psychological Empowerment

The majority of the EEG- members (96 percent) agreed that participating in the EEGs made them more self confidence. Their courage has significantly improved after they joined the EEGs (Likert scale index: mean = 4.3221- table 3). About 95 percent informed that their self confidence was improved by participating in the EEGs. Mean value (4.2342) of the Likert scale index for self confidence is statistically significant at 1 percent. Meanwhile, only 58.4 percent agreed that women’s skills to undertake income generating activities have developed after they joined the EEGs (Table 1). As a result, the Likert Scale index (LSI) for the corresponding area is relatively low, but statistically significant (table 3). However, improvement of the literacy level of women after they joined EEGs is recorded low and statistically insignificant (LSI = 2.4353). Only 26.2 of the EEG members surveyed agreed that the EEG-project supports them for improving their literacy level. This low result may be due to little or no priority given by the project in the area of education. 
The Plan-SEEDS MF project at Polpithigama has conducted a series of awareness programs after implementing the project in 2006. As a result, awareness on health and nutrition has gradually increased among the poor, particularly among women. 65.2 percent of the EEG members interviewed informed that EEGs support to improve the awareness on health while 69.5 percent of the EEG members surveyed reported that their awareness on nutrition and balanced diet improved by participating in EEGs (table 1). These results are again confirmed by the LSIs. Table 3 presents the results of the index. Several variables such as self-confidence, skill development, literacy level, courage, awareness on health, food and nutrition, happiness and harmony in family were employed to measure the impact of the EEGs on psychological well-being of women. All variables except improvement in the literacy level are statistically significant (see table 3). 

	Table 3

Impact on Psychological Empowerment of Women

	Variables
	Mean LSI
	Standard Deviation 

	Improved self-confidence 
	4.2342*
	0.7581

	Skill development 
	3.1242**
	0.9124

	Improvement in the literacy level 
	2.4253
	1.9651

	Improvement in courage
	4.3221*
	0.6352

	Awareness on health
	4.0342***
	0.8235

	Awareness on food and nutrition 
	4.3241**
	0.8954

	Happiness
	4.0976*
	0.7561

	Pease in family 
	4.5231***
	0.6531

	Overall (average) Psychological Wellbeing
	4.0351
	

	* Significant at 1%, ** significant at 5%, *** significant at 10%

Source: Primary data


Social and Managerial Empowerment

The study found that about 63.8 of the EEG members surveyed agreed that the EEG-project helps to improve their managerial abilities (table 1). As table 4 illustrates, LSI for managerial ability of women is 4.5621, which is significantly high. The Plan-SEEDS MF project has given the EEGs direct supports such as awareness and training programs on managerial skills. In addition, their experience (i.e. ‘on-the-job training’) by organizing, conducting and attending meetings and other community development activities has supported them to improve their managerial skills. Most of the EEG respondents stated that they are capable of managing their groups successfully. Management of groups by women is the important managerial change brought about by the MF program. 

Women play an important role in decision making after joining the EEG and getting access to MF. About 80 percent of the EEG members interviewed informed that women play an important role in the decision making in their houses. The LSI for role of the women in decision making at home is estimated high (4.0524) and statistically significant (table 4). 

	Table 4

Impact on Managerial and Social Empowerment of Women

	Variables
	Mean LSI
	Standard Deviation 

	Group management/handling 
	4.4321*
	0.7581

	Role in decision making at home
	4.0524**
	0.8124

	Role in decision making in the community
	3.2343
	1.9651

	Improved managerial ability of women
	4.5621*
	0.6352

	Improved awareness about the things happening in the villages
	4.6532***
	0.7543

	Improved the expression of their opinions freely
	4.0213***
	0.8235

	Improved doing things independently 
	4.1213**
	0.8954

	Improved sustainability 
	3.8764***
	0.7561

	Overall (average) Social and Managerial empowerment
	4.1817
	

	* Significant at 1%, ** significant at 5%, *** significant at 10%
Source: Primary data


It is evident from the Table 4 that social status of the poor women, their participation in community development activities, awareness about things happening in the community, expressing their ideas freely and sustainability have been tremendously improved as a result of the ‘group’ MF interventions. For example, it is to be noted that as per the study the majority of the EEG respondents informed that women are able to express their opinions freely (LSI = 4.0213). Over 88 percent of the EEG respondents favorably agreed that they are moving independently without the help of family members to SEEDS, government offices and other places. These results clearly indicate that the EEG MF intervention improved the social mobility among women. Table 4 presents the findings of the impact of the EEG MF interventions on managerial and social aspects of women in the Polpithigama DSD. 

	Table 5

Summary of Women Empowerment

	Empowerment
	Mean (LSI)
	Rank

	Economic
	4.4632
	1

	Social and Managerial 
	4.1817
	2

	Psychological 
	4.0351
	3


Among the three dimensions of empowerment, the economic aspect ranked first followed by social and managerial aspects and the psychological wellbeing aspects ranked last (table 5). There is no significant influence of the respondents’ age, education and family size on the improvements in economical, psychological, and social and managerial aspects. But, the EEG member-respondents are significantly better off in terms of all the three dimensions of empowerment than non-members. Table 6 displays the results of the ANOVA.  

	Table 6

ANOVA: EEG Members vs. Non-Members

	Empowerment
	F-statistics
	Sig. (p-value)

	Economic
	4.654*
	0.0102

	Social and Managerial 
	6.864*
	0.0021

	Psychological 
	5.593*
	0.0031

	* Significant at 1%, 
Source: Primary data


Development of Managerial Skill

The main purposes of the awareness programs held prior to establishing the EEGs were to ensure that the relevant community members are aware of the financial service delivery and to identify affinity groups who are interested in forming the EEGs. The purpose of training and capacity building programs held after establishing the EEGs are to develop the capacities of the EEG members. Three types of capacity building programs
 which included 39 training sessions were designed by the project planners. Some of the sessions were directly targeted to develop managerial skills of the EEG members. The sessions conducted were on the themes such as  how to conduct meetings, facilitation skills, communication skills, presentation skills, moral building skills, observation skills, building vision, goals, planning, leadership, handling emotional situations, conflict resolution, collective decision making, EEG self assessment, linkages with other institutions. According to the project plan, these trainings were to be given to all members of each EEG. Therefore, the EEG members were expected to gain several managerial skills in various disciplines. 

EEG is a community based organization and therefore, the members need managerial skills to manage the EEGs. In addition, managerial skills would help EEG members for managing their other activities such as domestic activities, community development activities, and activities related to their IGAs. In this paper, managerial development which has brought about by the Plan-SEEDS SHGs project is analyzed with the help of eight variables; namely, 1) planning skills, 2) coordination skills, 3) communication skills, 4) organizing ability, 5) entrepreneurial skills, 6) technical skills, 7) financial management skills, and 8) decision making skills.

Information collected from the FGDs was employed to measure the variables.  Likert scale was the measurement used and scores from 5 to 1 were assigned for each statement where a high score of 5 was given to strongly agreed responses while the lowest score of 1 was given to strongly disagreed statements. Table 7 presents the results.  

	Table 7

Development of Managerial Skills 

	Variable
	Mean
	SD
	Rank

	1. Planning skills
	4.2653
	0.992
	6

	2. Coordination skills
	4.6534
	0.901
	3

	3. Communication skills
	4.6234
	0.897
	4

	4. Organizing ability
	4.8663
	0.836
	1

	5.Entrepreneurial skills
	3.8652
	1.098
	7

	6.Technical skills
	3.7534
	1.225
	8

	7.Financial management skills
	4.5433
	0.896
	5

	8. Decision making skills
	4.7452
	0.823
	2

	Source: Primary data


Organizing ability is ranked first among the managerial skills. In addition to the training sessions mentioned above, the Plan-SEEDS MF project has designed and implemented several programs to improve the organizing ability of the EEG members. Over 65 percent of the EEG members interviewed have mentioned that the decision making skills were promoted after the members joined EEGs. Improvement of the decision making skills ranked second among the eight variables identified in managerial development. Coordination skills of women is ranked third among the management skill variables with a mean score value of 4.6534 (table 7). While communication skills are ranked fourth among eight variables, financial management is ranked fifth with a mean score of 4.5433. Several training sessions on financial management have been held for the EEG members in order to boost financial management skills. Planning skills is ranked sixth among the managerial skills with a mean score value of 4.2653. Though the EEG members’ entrepreneurial skills and technical skills improved significantly, these are ranked seventh and eighth respectively, which lied in the bottom of the table 7.

It can be concluded that there is considerable development in the organizing, coordinating, communicating, and financial management skills among the EEG members interviewed. Nevertheless, the effect of the project on the other areas of managerial skills including planning, entrepreneurial skills and marketing skills are achieved only up to moderate levels.   

Gender and Decision Making

In the questionnaire several questions were included with a view to analyze intra-HH as well as the community decision making aspects.  Areas covered include decisions on (1) the family expenditure, (2) representing the family in important meetings in the village, (3) children’s education, (4) children’s health, and (5) children’s marriage. Four response categories were used, and were scaled as: 1 = wife always/dominant, 2 = wife and husband equally take decisions (joint), 3 = husband always/dominant and 4 children always/dominant.

In a male dominant society, it is usually the male members of the HH and the community that take certain key decisions. Husbands have considerably more financial decision-making power, but in other cases such as, family representation at important meetings, children’s education and children’s health decisions, wives have more power on decision making. The EEG respondents in this data set did show a greater involvement in decision making within all family matters, when compared to the control group. This empowerment shows a significant impact on some of the key decision-making areas of family representation at important meetings, in the community, children’s education and health, and daily transactions concerning consumable items. Nevertheless, the key financial decisions are still taken by the male members.  

As shown in Table 8, in this sample husbands are dominant in financial decision making: 37.5 percent of financial decisions were reported to be made by husbands.  About 34.9 percent of financial decisions were taken by the wife alone, 18.5 percent of financial decisions were taken by husbands and wives jointly.  In other cases such as actual spending, keeping money for day-to-day needs, wives assume the key role. 

In respect of decision making on market transactions (purchasing consumer items and selling agricultural products), husbands and wives basically share the same perceptions of who is responsible.  Only on the paying of medical expenses, the purchase of gifts and decisions on children’s marriage there are significant differences in perceptions of who is responsible.  For all the other items, there is an agreement among husbands and wives, and either the mother is primarily responsible as in food, cooking, school expenses, or the responsibilities are equally shared (land and children’s marriage).  

Table 8

HH Decision Making by Gender 

	
	
	Husband
	Wife
	Husband and wife jointly
	Children
	Others 
	Total 

	Financial Decisions
	EEG members

Non-members
	17.2

18.0
	35.9

36.0
	42.2

42.0
	3.1

2.0
	1.6

2.0
	100

100

	Keeping money for day-to-day transactions
	EEG members

Non-members
	17.2

30.0
	59.0

46.0
	20.3

22.0
	-

-
	3.5

2.0
	100

100

	Decisions on children’s education
	EEG members

Non-members
	3.88

17.7
	46.6

32.4
	46.6

41.2
	1.5

5.9
	1.5

2.9
	100

100

	Decisions on children’s health
	EEG members

Non-members
	1.3

2.2
	46.6

35.6
	49.2

60.0
	1.3

0.0
	1.7

2.2
	100

100

	Representing the family at important meetings
	EEG members

Non-members
	16.0

34.0
	54.9

38.0
	26.6

26.0
	0.8

0.7
	2.3

2.0
	100

100


Further, to identify the decision-making power of the poor HHs, seven major expenditure items are listed in Table 9. For this table, three response categories were again used: 3 = male family members always/dominant, 2 = male and female equally (jointly)dominant, 1 = female family members always/dominant.  As shown in Table 9, male members have more financial decision-making power across all expenditure items except kitchen items where female members have considerable decision-making power (value greater than 2 denotes male members having more power).  There is a significant difference between the respondents of the two blocks i.e. the EEG members and non-members in respect of taking financial decisions over buying major HH items.  This is due to accessibility of credit by the EEG members. 

	Table 9

HH Financial Decision Making Power over Selected HH Items

	Item
	EEG Members
	Non members

	Furniture 
	1.86
	2.00

	TV
	1.95 
	2.50

	Radio/ Cassette 
	2.00
	2.33

	Electricity Items
	2.00
	2.00

	Kitchen Items
	1.68
	1.80

	Electricity 
	2.00
	2.33

	Water facilities 
	2.00
	2.00

	Total
	1.91
	2.32


Table 9 presents data on women and men’s involvement in a range of HH decisions, both alone and jointly with a spouse.  In non-member block, only for buying kitchen items, female members have more power.  

Savings and Credit

Saving Habits

Patterns of savings and credit are of particular interest in investigations of the impact of the Plan-SEEDS MF interventions because of their strategic focus on providing alternative financial services to the poor. In the case of Plan-SEEDS, the strategy in question is promoting access to savings and credit initially through the EEG funds and subsequently through establishing linkages with the SEEDS. With their operational sustainability, EEGs intends to establish links with the other formal banking sector as well. The findings of the survey suggest that as far as the impact in relation to savings was concerned, EEG members reported higher levels of saving on average. As recorded in progress reports of SEEDS, the total savings mobilized by the program as of March 31st 2010 is 7.4 million LKR. The average savings per EEG is about 27,871 SLR while it is 2,447 SLR per member.  

Table 10
Savings Practices for Members and Non-Members
	Source 
	Member
	Non-Member

	Year
	As a non-member 
	As a member
	2006
	2010

	Formal Bank
	80.5
	79.3
	82.0
	84.0

	ROSCA (Seettu)
	59.4
	11.3 
	54.0
	14.0

	MFIs
	53.9
	64.1
	34.0
	38.0

	* Significant at 5%
Source: Survey Data


Very limited avenues are available for poor women for savings because they are able to save a very little amount at a time, which generates high transaction costs. One of the aims of the Plan project is to mobilize savings. All EEG members save in the EEG fund, which is an avenue for micro-savings for the poor. A majority of the respondents surveyed (79.7 percent of EEG members and 84 percent of non-members) saved in a formal bank, and the difference between groups is significant. However, no HH in either group saved with the moneylender. ROSCAs were popular in both groups before the project started its functions in Polpithigama. Compared to the situation existed three years back, MFIs have now become a common source of saving for the rural poor. More non-members hold cash savings at home, 29.7 percent compared to 12.9 percent for EEG members (Table 10). Both groups also had a higher level of savings in the form of gold jewelry before the commencement of the project, and even today continue with the same savings behavior. Over half of the respondents in both the groups save in this manner.   

Borrowing habits of the members of EEGs
The respondents were asked about the different sources from which their HHs borrowed money. About 92.2 per cent of EEG members have borrowed from EEGs or SEEDS after they joined EEGs. Very interestingly, in the pre-project scenario, 59 percent of the EEG members surveyed have borrowed from many sources other than the EEG or SEEDS before they joined EEGs. The percentage of borrowings from other sources has dramatically gone down in post-project scenario to 29 percent (Table 11). 

Table 11
Money Lender Debt by EEG Member

	
	EEG member (percentage)

	
	Pre-EEG
	Post-EEG

	Borrowed from EEGs or the Plan-SEEDS project
	-
	92.2

	Borrowed from any other source (other than EEG or the project)
	59
	28.1

	Source of Borrowed (other than EEGs or the project)

· Samurdhi

· Bank (government)

· Bank (private

· Friends

· Relatives

· NGOs

· Shop-keepers/money lenders
	30.5

17.6

2.0

13.7

14.8

2.7

12.8
	15.2

6.3

0.8

5.9

6.6

2.3

4.5


   Significant at 1%

Not surprisingly, there were striking differences in the sources reported by pre- and post-project scenarios. These sources include Samurdhi, private and public banks, friends, relatives, NGOs, and shopkeepers or money lenders. Only a few EEG members rely even on Samurdhi at present (15.2 percent compared to 30.5 percent in the pre-project situation). The study also reveals that the moneylender was one of the most important sources in the pre-EEG situation (Table 11). This is the second most important source in the pre-EEG scenario. Before the SHG formation, about 12.8 percent of households obtained loans through moneylenders, followed by government banks (17.6), relatives (14.8) and friends (13.7). The picture changed drastically in the post-SHG period, when loans from moneylenders were reported to be taken by only 4.6 percent. A substantial reduction in obtaining loans from relatives/friends and also from formal banks was also observed in the households. The major sources of loans in the post-EEG situation are EEGs and SEEDS. About 92 per cent of HHs reported that they have borrowed at least one time from EEGs or SEEDS (table 12).

Reasons were given by the respondents for the reliance on other sources of lending after joining the EEGs. The main reason given by the EEG-members is that they need a large amount, but EEGs do not give such large loans. The second reason given by the members is that they particularly rely on relatives/friends for emergency loans.  Third reason in their list is that the Samurdhi loans are compulsory and therefore, they borrowed from Samurdhi. Some of the EEG members still borrow from other sources since repayment is not completed as yet. 

	Table 12
Number of Times Borrowed from EEGs or Plan-SEEDS Project by EEG Members  (After joined EEGs) and Non-members (last three Years)

	Number of times
	Percentage 

	0
	7.81

	1
	24.22

	2
	21.88

	3
	24.22

	4
	11.72

	More than 4 occasions 
	10.16

	Total
	100.00


During the survey information was collected about the borrowing habits of non-members. We asked them about their loan records during the last three years. Results are presented in Table 13. Exactly 70 percent of non-members have not borrowed from any source for the last three years. Only 8 percent of HHs of the control group has borrowed more than two times for the period under consideration (table 13).  

	Table 13
Number of Times Borrowed from any other Source by the Non-Members only 

(Last 3 years)

	Number of times
	Percentage 

	0
	70.0

	1
	22.0

	2
	6.0

	3
	2.0

	Total
	100

	Source: Primary data-sample Survey


HHs were asked to indicate the actual use of the loans taken. The main purpose of this set of questions was to find out the type of use, categorized by production-oriented or consumption-oriented loans and sustainability. The use of loans for productive purposes includes the loans used in:

· Agriculture

· Livestock

· Petty business and trade activities

· Agro-processing and other service activities

Apart from these, all other uses of loans were considered as consumption-oriented which include:

· House building and house improvement 

· Repayment of debts

· Basic consumption needs

· Purchase of durable goods

· Health/ illness, particularly emergency loans

· Release mortgaged gold/jewelry  

· Education

· Other purposes like marriages, funerals, other social rites, or attending such functions and activities. 

Among the above list, most striking reasons obtained are; cultivation, housing, IGA and education. It is observed that the use of loans for productive or IGA purposes has gradually increased. It is understood that HHs use loans to satisfy consumption needs when they initially join an EEG, probably because of micro-loans. However, the member HHs gradually reduce the usage of such loans (consumption loan) and use these more for productive purposes since they can access higher loan amounts after they establish links with SEEDS

The HHs taking loans from the EEGs and SEEDS were asked to indicate whether they make regular repayments or delay the repayments. More than 94 per cent of HHs reported that they make their loan repayments on time. It can be observed that only 0.5 percent of the HHs indicated that they could never repay their loans. Non-members who take loans from other sources indicated that they must make regular payments and otherwise penalty is very high. However, the results of the study reveal that about 15 percent of such borrowers (non-members) were unable to make repayment on time. 

	Table 14
Ways Raised Money for Repayment

	Ways
	Percentage
	Rank

	Income received from farm crops (cultivation)
	49.52
	1

	Husband’s income
	21.31
	2

	Income earned from own businesses
	19.77
	3

	Income received from other family members (children)
	5.95
	4

	Farm income + income received from other family members 
	3.46
	5

	
	100.00
	

	Source: Sample Survey


The EEG borrowers raise funds to repay the loans from different sources. They are; 1) income received from farming, 2) husband’s earning, 3) income earned from own businesses, 4) income received from other family members, and 5) pooled income. Table 14 presents the priority list. There is a significant correlation between the purpose of loans and funds raised for repayments. It shows that the borrowers tend to raise money form their own loans for repayments, which is a good indication for sustainability.

Conclusion

The study concludes that results of microfinance are more positive on psychological and social empowerment than economic empowerment. The respondents representing the EEG members are well empowered than non-members even though both groups have same level of socioeconomic conditions. Impact of micro finance is substantial in building confidence, courage, skill development and empowerment but there is no positive impact in sustainable rural development especially reduction of poverty, creation of employment opportunities and creation of assets in rural areas. No one can ignore the weak economic and social infrastructure facilities in rural areas. There is a significant development in organizing, coordination, communication, and financial management skills among the EEG members responded. On the contrary, the effect of the project on other areas of managerial skills including planning, entrepreneurial skills and marketing skills is only moderate. There is a definite improvement of managerial skills, psychological well being, economic and social empowerment among the rural women as a result of participating in the EEGs.
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� 1. General Institutional building


2. Record keeping and accounting for EEGs


3. Financial education for managing HH cash flow
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